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INDUSTRIAL %J~OBILIZATION OFXFOREIGN NATIONS-JAPAN 

E3 April 1947 

CAPTAIN WGRTHINGTON: The speaker this morning is UIIr, Charles K. 
Moser, Chief of the Far Eastern Division, Office of International Trade, 
Department of Commerce. He is also the advisor to the SecretarJr of Com- 
merce on the China Trade Act. 

Mr. Moserrs connection with the Far East dates back almost 40 years. 
From 1909 to 1922, he served as Consul in several important cities in. the 
East, after which he entered the Department of Commerce where he continued 
to deal with Asiatic matters. 

Mr. Moser is the author of numerous studies of the e$onomics of the 
Far East. From 1928 to 1943 he lectured on Far East economics at the 
School of ForeilTn Service, Georgetown University. His subject this morn- 
ing is llIndustrral Mobilization of Foreisn Nations-Japan." 

I take pleasure in introducing Mr. Moser. 

MR. ~MOSER: Thank you, Captain; 

The subject of Japan's industrial mobilization is too big a subject 
for me or any individual to cover in detail in one lecture or perhaps in 
any two or three lectures. As a matter of fact, most of the civilian 
agencies, my own in particular, do not have anything like as detailed 
information on Japan and Japan's mobilization as we would like. 

To a large extent we blame that on our Armed Services:, because we 
think that the: have acquired, b;r reason of their large or$anizstions 
and their closer relationship in the Service, a great deal more knowledge 
than we have, but they are pretty cagey about presenting it to the civilian 
organizations. I'am not intending this as a criticism, nor as an apology 
perhaps for my own feeble remarks,'but merely as facts. The Armed Services 
have had an opportunity to develop. a $reater7volumc of information about 
the enemy areas than most civilian organizations. 

For my own part, then, I don't intend to give ,ou a detailed account 
industry by industry, particularly with respect to Japan itself, nor law 
$7 law that was passed by Japan's Diet, or edicts of the Emperor which re- 
sulted in the mobilization for?orld War II that you are interested in. 
You can find most of those in the several studios that have been prepared 
by students, both military and naval, of. our Armed Forces, and'by some of 
the bureaucratic agencies of our Government, such as the Office of Strategic 
Services, and in the old For&n Economic Administration. 



Khat I really mean to do mostly is to give you'a few highlights, 
many, &th which. you are f?ami.li.ar,, but,! hope to bring theni to a little 
closer focus. Bzsed on m; 20 'y&u-s. or more -oxpricncc in the Fur ;&as-i;, 
I would like to give you: some of my thoughts that would giva some pint 
to your own thinking. ,' 

, 
%en did the idea of the East Asiatic Co-;~rospcri.t~ Sghercl. first 

,' . ;$p3Gnate :' . ..r... .iri the mind.of Japan? (?ra to make it simpler still.--when did 
1. think, thnt 

., ? :. -s.he first conegive her .detcrmination,to conquer the world? 
.'. Zs:'an important quo&on to consider when we are .reflectin; upon Jr:p,-in's 

prsparation for her-acts which were to cuiminate in "iior 1.d Y!rrar Il. . : 
;.:: ( ., .' There ar,e 'some authorities who think the ide;?, originated as far back 

I. ,' as ~1868, when ,the Tokugawa Sho&natc which had ru1ed.Japa.n for 230 ;w:x*s:, 
. wati'~overthrb,o~~n and the X&i Restorhtion cst:~b~.i&cd.. m&e arc othar$ 

who think Japan's idLa of world conquest wcmt back centuries earlier; that 
it has always been a dream o!: this restless, agzrzssive peo$e; a dream 
vhich~ they spbolized in the ,lepnd that they- arc sp&g from tJim~, their 
Tirst Mpror, the offspring of !-in;!--torasu no-Ziicsmi,, .i;he sun-goddess, and 
tha& the37 are, therefore, -of divine ori,gin. A dre+F which drove the:;: from 
the mainland hundreds of ;rearp L) <ago in'tc the islands. of Pol,ynes?..c: and 
Kicronesis, nnd aft r e ward lured thsm back towards .their birth-land a~! 3~ 
conquest of tbs,Ainu, pri:,sumably the aboriginss of the Ja$.nesv 'Islands. 
h dream which caused them r&'peatedly to thrust against th6 Korean mati- 
land, and to almost win a foothold thzre under th2i.r p,:at hal+~ Iiidcyoshi, 
in the 16th Century. 1 , 

-. . 
V?hatevar the date 'o'f its. inception, this.dr*eam 0% world conquest and 

'the legend ,of their God-dcscendod su;:remt:c;r ov;:r all ..othcr inhabitazlts of 
Eaf'c;h iT&t bc given credit' for having be211 the most :;ow.zfel :;iotivaL:i.on . m their ohsnomenal rise frch a.'medicvc.l fe'ud2,l. society in US8 to one of 
the five &cztast powers of the world h;r I-:7/.&, ;z p~rl.od &thin oy1!-, fira ’ s 

> lifetime. It accounts for Llyir~ mrvalous p~op3ss i:: i.earnin; the arts 

; ,. and sciences of, thz moderndorld, the unbending resolution with wh:ich they 
set about to acquire. cli the ma:teriti.i 1earni.n~ 0.f th; ~N~,st, and the West 1 s 
material achievements-zlt~u~h in the! acquisition oi' both theZ; have given 
'man:? indications of .inC;ig~sti.bn., 

: l : 
.- ,. 

,,’ 

.” “I ‘,, 
The’pc j.,3 ‘plenty tit' "ev~d&ce that bafore' the beg&&g of the prwscnt 

century, .beGfore. even. Ahe had thrown. 'off the burdens ,of extra=~rrj.tol-'Lality 
and becoIme a truly sov&i.gn 'state 9 Jagan had' determ.ined her course. Dr. 

. . 
: ,; : 

J~EiInes $ .9. scJpxy.er , ,in his ,book Japan Defies 
'before tho beginning of thz war 

the Xorld--pubLished just 
--rdc~l~5.~d~het 

> i . . 
has iz,lwzys spurred 

,i ". : .rny 'thinking. 'In 1892';he ah.s a yc~~~.mlssionarg'te~~~h~n~ English at She 
' Sasebo Naval Acad$:y , and in .a written cxcamination he inquired of thk: still 

,:,.: 
.you.nger fu$,ure admirals Whz, do~pu ~C.sh to learn Eaglish?l' Ti:c answer of 

., -. i one of the .boys.who lat<;r~bcc:me &'. famous Japanpsc-naval hero WBJ the follow 
-:ing: .,..* I. I /' : ,: ,' ,'. .', '. b 

*. :" . , ; ,> ., .' ,, ,_ ,'..‘ ./ 
: ,.I_,>.< 
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. . '?!I must learn English in cr&er that some day I may lead Japan's 
forces to that,great.countrq and conquer it,,....Afterwards, of COWSS, 

-'IV& shall conquer the country of our dear teachcr.it 

'That‘ boy was speaking the soul. of Japan. Inculcated b2- its superiors, 
Japanese youth at the earliest conscions age learned that Yemato was the 
superior race, The; had swallowed Nietsche whole before Nietschc ever had 
put his Teutonic su,perman on paper, The;r wore taught that Bushido-the 
wag of the warrior-was'the or&T wa;- of life for a Jarlqnese, 'UC< he civilian, &'C* 
scholar, industrialist, or simple workman. These people woe conditioned 
from birth for world conquest, they wore as unified and single-minded as a ' 
hive of bees. The Shinto religion which deified their 3mperor and made 
each one of them subject to his sli~htest.will was a mighty 'bond to hold 
them together. The glaring fact that in their consitution the Lz%sters 
for Army and Navy-and thog alone, of ali the cabinet--were responsible 
only to the Emperor, reveals their subordination of all the interests'of 
the Japanese people to military expediency; the fetish made of decth 
ra.ther than ,w.rrcnder, of accoti&ishmnt at any cost, is one of the most 
powerful illustrations possible of the spiritual and psycholo;icai condition 
ing of the Japanese people for war. 

I sat one day in a waiting train outside a little station batwee i';obe 
and Osaka. 'Tl~e station platform was a huge slab of concrete covered with 
ice. A little Jl;ranesc bo,y no older than 5 or 6 years, and no iarzer than 
3 or 4 among our boys was tr;ini; to tisach himself to slide on his feet the. 
length of thd icy platform, no doubt in emulation of older boys. Qeer;r 
time, his fest slid out from under him and he came down nitin a.loud.thwack 
on the back of his head. He-had no. protection whatover for thrlt head but 
a cloth cap, yet I saw him rtipent that performance three or four times a 
minute for twenty minutes, and I never noticed him utter a.sou.qd of distress 
nor put his hand to the back of his head for comfoA. Dhen rnz train pulled 
out, hc was still tryi.~, 

. 
Spiritually and psychologically probabl p no people in thz history ,of 

mankind were ever betttir conditioned or more 7united for war ,th:~n wre the 
Japane\so people for ii‘orld Xar II. ~ There were, we know, some f?.ctions who : 
were disnpprovinz or fe.arful of the outcome: but if there was mq r bLA~ coercion 
of the Japanese people by their military authorities-such as Lhz Nazis 
undoubtedly imposed upon recalcitrant Germans-no one knows of it. Frobsbly 
the nearest approach to the Japanese in psycholo$.cal mobiliztion were the 
British. As for ourselves and thz Russians-the Ammericnn public Was not, 
upon the whole, much moved b$ certain of our leaders and our propagandists. 
It wap Pearl'&arbor that electrified us into complete unity and action all 
at 'once; tihile the Russians moved as one man to war* when Hitler crossed 
their frontier. Ha would be exceptionally naiv e who discounted altogether 

,the psychological conditioning cffectad by propaganda and legislativd 
enactments~upon-bjth ourselves and the Russians, but the reactior;s of both 
to &tWk are good evidence that the peoples of democracies who balieve in 
their form of Government do not require enticements 'to defend their sois 
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nor need tho rigid controls sometimes in&sted upon by our nrilitary authori- 
ties. 

i 

E&rgone hagbread or heard, In the pew& years, of'Ja;:nn's objection 
to throwin: o;~n her industrial establishments to the inspection of forei:,;n 
visitors. It has been commonly thought that this Was, a aethod em~olo;~ci by 
the Japanese to hide their secrets of invention, or of production, or 
in&hods, perhaps, of distribution and labor techniques,. Doubtless this 
was so in part, but I am persuaded that it wcs not the primar:i- reason, 
The Japanese did not reallg begin a'considcrable modern industrial d-evelop- 

.ment until the absence,,du.rin~ the First World riar of othL:r countries from L 
their &customod markets in the Far East gave Japan her o>;:ortu.nit:r to 
develop industriesfor gettin into,those markets herself, and than she 
had no tiqe to develop new techniques or secret formulas. To &t, into 
Froduction riuickly and keep on Gofn,;, she had onl;~ to copy faithfu:-l.;;r 
the tecSr:iques and >racticcs of ';&stern lands.' Surely there KS littic 
occas5.0~ then or there.aftar to ,tr;, to, kac? these develop,ments secret froze 
their. 0riLinators. Such few inventions as she'was able to devise-the 
Togoda loom, for cxamplo-she offered 'to the world for recompensing royal- 
ties,' or,,th&jr wzre of small knportance in the world's industrial economy. 
I am satisfied'thnt because Jspan horsolf had had fro3 access to ,thc wcrk- 
shops, the lCa?r courts, tho trainin schools, the military and naval estab- 
1ishm5nts of the United States,, Dritnin, France and Csrmanz, and had bored 
into th?> corz of the secrets of all those, she was determined l;hnt no other 
3CJtEr should gain a similar advantacz fro,:i alyCJ 
knther, 

r-lants or agencies OS hers. 
she look&i upon evcrp act of workmen in a @anins mill, power plant 

or textile' factory, evV.r7 smart mana$rinl dody, ,zvcr: stratayn of her * 
financial wizards or g&it money houses 'to ccmtrcl the money flow of the 
country as another stei) in her prepnra,tions for what deveioped into 'World 
'/Jar II. 

In 1329 I WCS ‘sent .ouu to Jayn b;i one of .inericats great textile 
corporations to try,to find an answer to the question of y;rhethcr.or not we 
could ccm?cte with the Jr=$anese in the cotton textile markets of the Fc?r. 

'East. ?Jaturally, one of my first xims was to go through some of J+zants 
textile mills. i got nowhere, until I was ablLs to m&z an ~,py~aal through 
friends 'in the Foreign Office who wore assured thi I ws on.ly an obsorvor 
a&not an exert-an assurance which ~23 

got- into trouble over it. 
literally true, aithcugh I near@ 

Another American who went out to ia;s?,ect Japan's 

,. 

<’ 

box factories fqr our i;est Cos~st lumber trr.de never saw the inside of a 
factory except from the manager's office. And while .my Foyeigl Office 
Eriends~enabl.ed mc to co ,throu;h a large number of mills> I founti the: g,reat 
Dai Nippon Kills-the largestin Japan-closed to me. There was such 1.0% 
delaJ:'and much chatterin_ from behind, closed doors, , that 1x2 CJ:~;~r~oso in- 

.tei.p;reter said ,with a ~12 smile, "Sir, from what I can gather, theg do not 
want',goti in.thera.1' When the urbane rmanngcr, who was a powe:1.,L‘ul figure ill 

Japan's' finance,. came out to me from th6 cqnfercncc, he told mo how much 
hc regretted that the, great Dai.Ni.ppon L5.lls could not afford to let me 
go ttiough ti?eir ' ' spnnrng and weaving sheds-hecausc all the gj-rl tq~l.oyoo~ 
would stop "their work to look at the foraignar,, md so lose much ~~aiuable 
ti-iie! 

A-- 
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The Japanese police, too, g~iVe me a looking-ovei, but perhaps we have 
no time to go into that. ., 

Possibly the greatest of Js;?anls ~ovcr,nmental efforts toward industria; 
Amobiliaetion for war was her h&idling of the South Manchuria &@a; and 
the lease of the Kwantvig Peninsula, both a heritage from her*'successful 
war with 'Russia. On the development of these two, she s&nt moi-o. than 
1,500,000,000 yen, or appro&ately ~'750,000,000~ pri.or to Tt.he so&olled 
E!ldnchurian "3!ncidentl of l931. But by June 19k5, ihe Pauleg +.s&n csti-, 
mates Japan's expendi.ture upon Xanchuria's development st 11 billion yen, 

; 

the, velua of this sum in dollars, however, is left to the imagination, 

* ljpwi the Kwzntung Peninsula, Japan built the great port of DaTren, 
~'equi'pped it with the most mc&rn railway terminal facilities, docks and ‘ 

qua27s, shipyards, oil refineries, banks-whatever was needed to make of 
the peninsula a fully equipped JLpanssc indubtriel state. ' Second to 
Shanghai, Dairen became the grentest port on Chinese soil,..and in all 
respects as much a Japanese city as Tokyo or Yokohama. The South Manchuria 
Railway-although nominally a leasehold only-became a projection of Japan 
itself, politically, industrially, economically, a l&mile wide strip of 
Japan pushed up through Manchuria from Dairen to,Changchun, c.al1e.d Ksinking,~ 
aftor 193.L. iithin the frame of this l4-mile wide strip, Japan developed 
the great coal mines of Fushun--largest open pit mine in the world, built 
steel plants t?.nd oil refineries at Anshan 1 pi2 iron p$ants and coking 
furnaces at Ponshihu, Under thu control of the Mqnchurian fndustri.al 
Development Company the roster of industrial cnterpr$ses davelopod by the 
Japanese at Penshih and An&an and Lip-onin: Frovincc and at Tung-Ficn-Tao 
5.n Tung-hua ,I?royince,rends like a roll call of Japan's Zalbatsu f&lies, 
but at least helf -of the ~c;+tz& in all of them was Japanese Everrment 
capital, The,Japanese acted swiftly nfter the creation of TvIanchuktlo to 
increase hydra-electric p0warf zcili,ties ,ilhrou~hout the country under their 
coordin~ated master plan for‘industrf.a.~~,~,~ng Manchuria. The Xanchuria 
Uectric Ccmpany was orgnnized to dominate:: thoelectric power field in 
Manchuria and,harness the waters of the Yalu and Sung&. rivers. There was 
I&anchukuo capital in the coa~any, but as one-h&f of its total cnpi&al of 
640 million yen was Japanese Covermant funds, it can.bo readily understood 
that Manchukuo% voice in the operztions of the company was that of a silant 
partner. .; . 

The gre& contribution of these industrial, developments in Manchuria 
to the homeland of 'Japan requires little ox$enatzion. 'IIu&ng the war yews 
coal production :in Manchuria. avera;;ed around 24 mUlion metric tons annually, 
and, as the Pauley IGisaion found, most of the coking coal used in the Far 
East was mined in Manchuria cr where the:nines which produce coking coal are 
nlsb: 'cohveniently located to iron ore deposits. 

But valuable as coai, iron and s.teel;were to the development.of Japan's 
I industrial ~oonomy, 3anchuri.a had other things to contribu'ie'. Molybdenum 

was discovered in 1939, and, according to one ,authority, .lfthis deposit is' 
certalnl~ one: of the lar@st known molybdenite deposits in.the world,'~ 

I : 
: 
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although the Japanese were never able to &t it into more than 10 percent 
of capacity production. Lead, thoro-vanadium, tit,anium oxide, aluminum, 
mapssite, ti gold and even uranium were mined in Manchuria during the war 
for tfapan's use. Sore imp+&nt to Jrpan than any, or perhaps all of them 
however, was the development of the oil shale industry. Manchuria's 
thirteen liquid fuel plants had a total crude oil capacity of 'around 
6,.2b0,000 bards a year; no mean contribution to Japanrs fuel and lubri- 
cant needs during the war years. 

ii feature in Japan's continental expansion and attendant industrial 
mobilization that can only be touched upon here, but that has had a ~:'lacc 
of tremendous importance in Jz~psn's plans-particularly in the plans she 
had in mind for her future in Siberia-was the purchase in 193.5 of thz 
Chinese Eastern Railwag from Soviet Russia, and the addition of 'that systsm 
to the South'Manchuria Railway. Bx this accomplishment and through the 
fiction of the'puppet state of &nehukuo, Japan acquired all the industrial 
plants- sugar mills, flour mills, distillcrics, (;oal fields, stands of 
lumber-that t,he Russians had built since 1903 in the prosperous towns 
they had established along the railway, and a total of 10,000 miles of 
railway and 13,000 miles of motor roads in ?$anchuria, 

By 1937 the enormous economic operations in the hands. of the South 
Manchuria Zailwag had proved, however, just too much for one coA?ipanyfs 
administration. The war with China was six rbnths old when the old 
Panchurian Industrial Development Compa:ly was reo#zanizcd in December" 1937 
and revitalized with a capitalization of 3 -billion yen9 one-half of yhich 
was Japanese Government and one,half Uanchukuo Government &pital, to take 
over administration of Manchuria's principal coal, iron, steel, chemicals, 
light metals, automobile and airplane industries. It is 'impossible, to dc 
more than make bare mention of the economic nctivitiits which engrossed the 
$apanese Imperial Government at this time. Burning with zeal to sxpcnd its 
industrial capacities on the mainlcnd under tho.i, nretext of 'Ithe 'national 
defense,t' and for tho development of new resources, Japan startoh the second 
:Sungari River Eydro4lectricnl Devel$pment, 24 kilometers from Kirin *With 

< a capacity of 600,000 K'uii, and the Yalu River Ei~&o-Electric Po-Ner Dovelop- 
ment of 1,600,OOO KW, claimed by the Japanese, at the time at least, to be 
the largest single hydro-electric devtlopment in the world. The next year- 
the war in North China seemins to be goins according to plan-theg organi- 
zed the North China DevclopmenE Company to take eve, v the coal and iron mining 

'.operations in Shantun:, Chahar, Shansi and Ropei -Provinces and to insure that 
their output was poured into the homeland. In all the.se activities tho 
Japanese Government at one time did not hesitate to invite private, and even 
foreign, capital participation; but in each case a full one-half or more 
of the capital stock was paid in from funds of the Japanese Government. 

\ 
Prior to the Manchuria Incident" it had been Japan's polic~r to con- 

sistently keep Korea from developing any manufactures, After that incident 
had inaugurated'the first phase of J, Ir>an's march on the Zast Asiatic main- 
land, the Japanese realized the strategic advantage-should her plans be 
challenged-of having a portion of her industrial eggs in a basket on the 

4% 
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mainland, and-began to develop the%manufactuse in Korea of various necessi- 
ties of war. These plans were pughed'aggressiveQ at about the same time 
that aggressive industrial development was besun in Manchuria and North 
China, Nearly all the- deuelopment of industrial enterprises took place in 
North Korea-i.e.; north of parallel 38, and 1 am afraid vfe do not have a 
great deal of detailed information on them unless it has.been obtni.ned by 
our Armed Forties .through their Russian centacts, and is beisle concealed' 
from us. 'The general pattern of industrial development by the Japanese in 
North Korea, however, followed t&t of Manchuria and North China. Eighty 
percent of Korea's coal mining is carried north of parallel 38;,95.,percent 
of its iron and steel production; 90 percent of the countryts hydra-electric 
pqwc'rf 435 percent of its chemical industry, including fertilizers. Southern 
Korea 'is dependent almost entirely on the North for its coal; iron.and,steel 
hydro'ielectric powcr, and chemical products; but the North is dependent on 
Southern Korea for the main bulk of its consume,r goods and to a considerable 
extent for the food consumed. The Pauley rc;)ort enumerates a considerable 
number of industrial pl&nts established in Xorth Korea, including an air- 
plane manufacturing corpany- subsidiary of the Japanese Showa group-a vis- 
cose plant, ,iron works, lead smelters, aluminum and magnesium plants, coal 
mine s $ cyanide plant, oil. refineries, hydra-electric plnnts,and textile 
mills, but'I.am sorry that we have no figures showins the. volume or value 
of their contribution to Japan's industrial mobilization. 

In Japan itself, because of its rather unique structure as a modern 
state, it is a little difficult to distinguish industrial institutions or 
plants'deGisnd mainly for war activities and 'those which might be cpnsidered 
as purely'peacetime enterprises. ObviousQ, of course, in:the heavy induG- 
tries they are closely integrated and many, or all, may serve for both war- 
time and $es.c+me needs.. Equally obviously, those industrial @ants wh$.ch 
produce .only comsumer goods require considerable..reorganieation from peace- 
time activities if they ara~to~f+nction significantly in,a countryts war 
economy. 'But .while in other:countries.it is the light-or comsumer goods-- 
industries .which are first ts.attract'.the interest of capital, in Japan 
their cire.am of proving their world s'upremecir and their fear of sharing 
possibly the threatened fate of China at the hands of the Xest led the. ', 
Japanese-even as early as the Xeiji Restoration period-tto stimulate the 
development 'of heavJ7 industry for the production of capital goods and'war 
munitions'befsrc ~imciertskirig the development of light. industries for the 
production of consumer goods. En+ineerin~*plants and arsenals,. as an _. 
instance, were'built before the introductionof cotton spinning machines.. 
Where formerly ownership and control'of arsenals, shipyards, and mines had 
been Scattered among the various clans, the Emperor Meiji. confiscated.these 
enterprises belonging to the clans and placed .them under .the direction of 
the Government for modern development. 'Concurrently, other strategic 
enterprises were developed including.chemical industries, ,glass and cement 
factories; and after these industries were developed to a'hish technical, 
level they were sold, or in some instances virtually given away to friends 
of the court, .Tiloy constituted,a small group of powcrfuL~femilias.which 
included among them the 31itsu.j.; Xitsubishi, Surnitomo,, Okurs, .and Ynsuda.,. 

: '" ., .." \ ., ,. 
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Through the 73 years between the Ueiji Restoration a.119 the outbreak of 
World War II these favored families became so powerful that by,the end of 
that period it is estimated that 70 percent of Japan's entire business 
operations was in the hands of but 15.families. These are the Zaibatsu- 
or, in Theodore RooseveltIs phrase, -Malefactors of Great Yealth-through 
which the Japanese Imperial Government completely dominated Japan's in- 
dustrial and economic structure for whatever purposes it chose, and the 
ssme Zeibatsu that SCAP is reportedly determined to abolish as an instrument 
of Fascism. 

Another polic;7 that has traditionally enabled the Imperial Government 
to. exercise tremendous control over industr:r has been that of the use of 
subsidies. This is a subject that would carry us too far afield, and into 
regions of vague figures and guesswork: but it is a subject which merits 
the attention of those who are ,examining closely into the structure of 
Japan's mobilization of industries for war. 

Undoubtedly, Ja:)an entered li.;ht-hearted&y'upon the "China incidentStt 
in 1937 with no expectation that she would be cal1ed~'upor-i to exert herself 
either militarily or economically great13 beyond,her normal peacetime 
operations. China was expected to fall in a matterof':weeks and for all 
her age-long dream and deepl;r planned preparations for,,yar, it does not 
seem likely that Japan's leaders ever really anticipate& that the "China 
incident" would lead them into World War II. The failure of China to 

-capitulate in the expected time, however, led to embarrassment and neces- 
sarilg to a redirection, for the time being at least, in Japan's economy. 

, 
In order to develop industrial facilities vital to aggressive warfare, 

it was necessary to supply strategic industries nith'capi'tal, The Ternporarz? 
Capital Funds Adjustment Law of September, 1937, was the firs&major step 
in this direction. At about the same time the Govornment sbonsored a Law 
for the "Temporary '1 Control of Imports and Exports, specifi&Aly designed 
to restrict imports of "non-essential" materials and to conserve Japan's 
foreign exchange reserves needed fora stockpiling,the raw materials required 
from abroad; Both these laws were intended to channel the flow of new 
capital and materials from non-essential to strategic industries, and the 

"shift at once bec'eme a marked feature of Japan's economy. In 1931, the date ,, 
of the Wanchurian Incident" -note that nearly every factor in Japan's later 
development for-war harks back to that incident, It was when she put her 
foot through the crack in the door-in 1931, to repeat, "national defense" 

industries accounted for less than 35 percent of all new capital investments, 
while Isnon-defense" industries accounted for more than 65 percent. !3y 1937- 
the. da.te.of the outbreak of war with Chinq =.--the position was almost exactly 
reversed; a little -over. 38 percent for "non-defeqse'l'industries, and nearly 
62 percent for "national defensd'industries. 

When the spring of 1938 rolled around, Japan's chagrin at her failure 
to bring China to her knees could no longer be concealed, and the National 
General Mobilization Law of that year -frequent127 referred to as the "back- 
bone of Japan's wartime national structure,"-revealed it. This law 
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provides in time of war for what ma., 7~ be termed "all uutft Government control 
of labor, raw materials, land, ecluipment, business agreements, investment ~ 
and cqital increases, prices nnd publications. It is difficult to see how 
legislation, in principle, could go fcrthar in the mobilization of the entirt 
material forces of a peo$e for the object in view. The onQ relaxation 
admissible might seem to lie somewhere within the scope of its ~im@amenta- 
Lion. k number of Japan's military lenders, however, did not think the 
National Cencrnl Mobilization Lrsw gave them enou$n control over the nation's 
produciive Capacities, and it is true that the"Zaibatsu" discovered loo;)- 
holes in it which encouraged or permitted thorn to op?osc every measure b;r 
which the Army threatened to infringe upon their ownership and the major 
presogstivcs in the industries which they dominated. That there, was ;;enernl 
misunderstanding, or sce,mins inability to count the teeth in this measure 
on the part of the Ja+mcsc public, seems apparent when we read, as lete as 
September, Iqkl, in a leading Jcpanes+ economic publication: 

~~Jc".pan's wartime controlled economy has hitherto been 
based on three important laws -the Law for Temporary Control 
of Imports and Exports, the Temporary Gnpitsi Adjustment Law, 
and the National Mobilizntian Law, none of which contains 
clauses, that give any inkling of planned economy.lt 

Xhile this explanntion,was doubtless offered as genuine, it might 
almost szem that the writor had a taste for irony. 

Implementation, or putting into practice, of these three basic measures 
revealed their weaknesses, or possibly , perhaps the weaknesses inherent in 
Japan's social afnd economic structure when faced with the problem of going 
"all out" for war undc:r modern contiitians. The adoption of the "new 
economic structure"--or the Ij;ajor Industries Association Ordinance-at the 
beginniq of Septe:.zber, 1941, gave indication that the plans for state 
regimentation of industry hitherto had been a failure; and the new structure, 
inherited by the Tojo Cabinet when it entered office just prior to the be- 
ginning of the bar, was designed to cure its omissions* Apparentl;r the 
Japanese were still fumbling around in the dark to find the right answer, 
for the Ordinance for Extraordinarg YYartime Administration to Act, promul- 
gated in the spring of 1943, was a furthtlr effort on the part of Premier' 
Tojo t,o achieve virtually dictatorial powers over the administration of 
the war economy and to strengthen the powers of the Cabinet Planning Board 
which had been set up in 1937 to function as an econcjmic general staff and 
as an agency of industrial mobilization. \ 

None of these measures, however, nor their combined result, appears to 
have been sufficient to atttiin the objective attempted-i,e., 'to bend all 
JapanI, 3 powers, industrial production, business operation; labor, and morale 
into one unified <and irresistible stream of all-out -,WZ effort. In inid-year 
1943, the La.1~ for Industrial Adjustment was passed to complete the conversion 
of Japanese industry to war production. The law specified readjustment and 
a tightening up of the slack in three groups of in&z.try: (1) those peace- 
time industries such as taxtil~s, foods, m&ls and chemicals, which would 
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be able $to contribute to the enlargement of the armament industr;r bz trsns- 
ferrin~.fnctory.workers and'cquipment to the armament industry; (2) the 
war industries, especially heavy industries, the efficiency of which would 

. be increaszd by the transfer of workers and equipment from industrios of 
the first group; and (3) the miscellaneous civilian consumption industries 
which are by their'very .nature'able' to contribute but little to the ex- 
pansion of the armament industry. 

Complete mobilization of economic resources under this conversion prr.:- 
gram was no" A achieved by the Japanese, but led up to the development of a 
strong Kinistry of Muniticns 'which was composed of nine bureaus. The major 
task of the i&ni~cns Ministry was to speed up aircraft production', but the 
&:inistry was also given general supervisory direction over the mining indus- 
try in order to expand the output of metals; and eventually electric power, 
machine t.ocls, chcniicals, fuels, as well, were turned over to its control. 
The i$inistr>- of Ahunitions thus bee-:.me the nearest thing to the %.r Production 
Board of the United States that was developed in wartime Japan. 

, N:? discussion of Japan's mobilization for wear could exclude some con- 
sideration oi the country's financial structure, and of the institutions 
and methods by which it met its wartime obligations. 'I'm afraid the field 
is much too wide and too complex for discussion here, but to those who are 
making a professional study of the subject and wh,o have not already-done 
$0, I recommend that they look into the study of Ja;~n~s,money and credit 

' institutions prepared b:i the Federal Rc~s~rve Bar& elf Xew York, ad first 
issued in incomplete.form April 1944. ("Role of the Bank of Japan in the 
Jap,anese War Effort," Eureau of F'oreign and,Domestic Cmwrce, 1,9&!+). 

When Japan went to war against the United Kations-lee., from Pearl 
Harbor forward--her finances had already been on a war basis for 4$ years, 
and a special technique had been devclcped by the Ministry of Finance and 
the Bank of Japan for financiniJ the:' ever-expanding outlays on account of 
the "China Incident," Government deficits r&e from less than 600 hillicn 
yen in the fiscal year 1936-37 to nearly 7,000 ;nillion yen in l940-41. Over 
&E! percent of the outstanding Government bonds were in the hands of the 
Japanese Government and of special banks. Officially, there was.no' com- 
pulsory lending to the Government, but administrative pressure was cxer-. 
cised in various forms. 
Post21 Savings 

Insofar as people placed their savings with the 
Bank and the Postal Life Insurance, or with specinl.banks, 

the Government obtained direct control. of their funds. Ordinary banks 
received a directive from the Bank of Japan as to the percentti;e 'of d\;- 
posits they were expected td invest in.Government 'bonds, and, as its name: 
iinylios, the Bank of Japan was the absolute creature of the Japanese Govern- 
ment. I r,eccnlmend you to the study "Japan&Money in Credit Institutions" , 
by the Federal Reserve Zank of Ne~,York for a comprehensive account of .thc 
role -of the Zez& of Japan in the Japanese Government's mobilizaticn of indus- 
tries for war. . . 
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SO far as I am aware, no crganizcd or comprehensive study has so far 
been put outi by any of our Government ngC2ncics on the subject of Jzpan's 
war production industries, other than that issued in October 1945 by the 
Interim.Flasearch and Intelligoncc Scrvicc of ths Liepartment of-State: and 
I an indebted t:) it as the source of s:,m of the brief n,,tices I have hcrir: 

r given of Japmls wartime laws, and you are prcbabl,y already familiar with 
itr 'The promulgation ;f laws far the complete Tontrol and .development by 

~~Giivernment of anation's resources of production has never been sufficient, 
however, to~mobilize to the full the energies of the, natiijne Thz technique 
of producing the highs&. results within the shortest space 5f ti.mG,.nnd 
with the fewest waste motions, is not a technique that c::n b-e learned over- 
nightz'not even-as Japan has learned to her cost--ovt>r a'stretch of 75 
y&s ‘f‘rorn.a &di.eval society to a place in the sun in the'213th Century. 
The. number~bf.leg,ill measures passed to control and energize shipbuilding, 
for examplc~ to 'build up a synthetic chemical industry far beyond the limi- 

'taticns of JapanIs modest natural resources, or such measures sslthti 
Petroleum Industry Law which put all-handling of oil strppli.ks undcr'Govcrn- 
merit control"cind required a six months' sup@;7 to be kept always convenicnt- 
sly, on hand iri,Japan, ware but scratches on the surface. For years,' Japan 
supplemented 'her limited natural r asolurccs by the import and stockpiling 
of the 'raw materials estizited as adequate for 'her needs in cn 'emergency; 
iron and.steel scrap from the United States, is an example. She endawed 
new industries with substantial subsir"iies in varied forms. By a subtle 
systtim.of 'economic 'penetration, she tapped the far XWLS cf the world for 

.things she needed-raw cotton from. India, South Africa, and Prazil; the 
,' Philippines for abaez, the isl;;nds of the: Southern ocean for vegetable oils. 

.A12 roads and bll,cargoes were bent toward Tokyo. During the war, no sooner 
Was‘an G&pied. area reduced to thll; 'sLiplost form of pacification-the 
FhiLippines,'~'Briti~h Xzlaya, i@thc$&ands Indies, Siam and Indochina-than 

. the, JAPanese set '&bout di;volcpin; an industrial program which would feed 
back t6 t'he'h&msland an enormous volume 3f the raw mattrials needed by her 
factories fcr.tu&ng out 'the muniticns of war. 

And ye-t in 'comparison with German;:, the United Sttites, and 'Great 
Britain, I have read; arid do not dl>ubt, that Japan's efforts at industrial 

'mobilizntitin ,for war were a failurs. I'cssessinr;: nothing of the point of 
view or.technical knowledge of the military man,,1 offer you out of my 
personal opinion two explanations: the an6 is that with the best of 

'*psychological preparation or the best will in the world, the technique for' 
organizing full mobilization of industrial output was lacking; the other, 
that too much was expected of too little. In expansion of the first, I 
would point out that Japan's~modern development has, to a large extent, 
been imitative and adaptative, 
n'culture matured throu;;h long 

rather than sprun;: from the gnss roots of 

Up to a point, 
generations of experiment and experience, 

she ~uld go altin& with development of the processes and 
techniques she had learned from 5estern peoples; but when cut off from them 
and'had to :;o a.11 out ui?on her own, Japan's 
inadequate 'to the trisks she faced. 

$.fts for improvisation were 
Our Xar Production Board and its 

kindred nsencies ma.2 have- been represented to us as an overnight miracle; 



but actually, they represented merely the sum total of the wisdom, technique 
for centralization of effort, and will to action, we-and our Allies-had 
accumulated.in a cultural environment which has been ours for a thousand 
years.' 

llSo‘much .expected from so little!" There seems to me a smack somewhat 
.of self-gratulation in our attempts to compare unfavorably Ja2anl.s industrial 
-mobilization for wrar with that of the Western powers, particularly the Unite< 
states. Not only did Japan underestimate the stock,piles she would need to 

- ration her for hostilities against the United Nations: the whole stock of 
natural resources that she had at her command-including those ravaged from 
t-he Asiatic mainland-could,not compare.with the resources available to the 
United -States when the high-grade and flexibility of our management, the' 
adaptability of our labor, the high per capita income of our populationj 
and the immense stockpiles of surplus we are able to accumulate Prithout 
cutting deeply into our standards of living, are considered. 

I cannot agree with those authorities who have noted Qarked reluctance' 
to "forsake business as us~al,~~ in the case of Japan, and at-tribute a part 
of their failure'to that type of Qnpreparedness." It is my thesisthat 
Japan had begun to.mobilize for war many years ago, with her objective 
clearly in view, and mobilized probably as fully as her unique governmental 
and social structure -combined with her ptlucity of natural resources and 
comparative unfamiliarity with proved 17estern experience-would permit. 
In's country like Japan, if too <Treat a percentage of its ener$es and 
resources. are channeled into war: the people die of neglect and malnutrition. 

COLOK%L CLABAUGH: * Xr. %oser, we listened sympathetically to what you 
had to say about the inability.of your Department to get nny,intelligence 
from the krmed,Forces. To what extent do you think the Central Intelligence I ' Gr,oup now or in the future may cure that deficiency? 

- / Mll L ~dOSER : I think it will undoubtedly cure it as we get a little 
farther away from the war and become a little less afraid of our security 
questions. I hope so. Of course, I don't think that there was any effort 

., on the part of the Armed Forces to prevent the civilian agencies from ob- 
taining information, but there were so many civilian agencies, and there 
was such a distribution and decentralization of civilian-agencies that I 
think the-Armed Forces were sometimes puzzled as to who should have what 
and when, 
in t&e. 

I think, as you say, that your Central Intelligence will cure the. 
Does that answer your question? 

;. . COLONEL CLABtiUGH: 
Central Intelligence. 

'Yes, sir, Thank you. We just had a lecture on 

IL!R . NO SdR : I.heard you did. I am sorry I missed it., 

X STUDENT: Do you hfqVe an;r information on‘whether or ‘not the stock 
piles of materials were increased, kept the same, or decreased before the 
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WE%? because of the Japanese incident in China? ‘iwhat 'hap$ened to their 
stock piles there at that time? 

. . . 
<: .: , 

MR. MOSER: During the year of the incident with'china? 
. . : : 

A,STw)iN$: yei; 
1’ ,.’ 

KR ; bl.OSER : Until 1946, when we shut. them off; they grew as rapid1y.a~ 
the Japanese could buy petroleum, iron and steel scrap, heavy mnchincry, 
and machine-tools from us. During those three years, of course--yeu probably 
remember-there was a lot of feeling among certain'factions in the United 
States that we should not continue to sell things to Japan which she would 
use in her attacks on China, but we shut down in July, 1340. 

A STUDENT: I had understood that her finances wouldn't allow her to 
buy faster then she was consuming in China, with her war with China, 

m, UOSER: I wouldn't be able to tell you how fast she was consuming 
with her war in China, VJe were certainly sreatJ_:r surprised at Japan's 
capacity to carry on the war with what we though was her shortage of 
finances at the beginning of the war, I think we had all underestimated 
the capacity of the Japanese people to raise the necessary money and to 
make the necessary sacrifices to get almost anything that would ,be sold 
to them or that they could get hold of. We all under-estimated Jnpanfs 
financial capacity. 

A STUDENT: ; What was the policy of the Commerce Department's Office 
of International Trade with respect to trade with potential enemies, for 
example, with Japan? Y!Zas there'cctive cooperation with United States corn- 
mercial companies or encouraza+nent or just no expressed policy one way or 
the other? 

m 0 Mosm : It is a iittle hard to make a sharply defined answer to 
that question. There was continuous or very frequent discussion with the 
State Department on that question. What shall we do? Shall we discourage 
American commercial firms from continuing to sell to the Japanese?" Airplane 
factories for commercial airplanes was one. "Shall we advise American firms 
to tell the Japanese 'We don't have any more scrap. Je are using it our- 
selves.'?'1 What position shall we take?" 

The State Department was-1 .don't want to say "responsible" or to'put 
any blame on them because it would not be true -but their own position was 
somewhat as was ours: "If we shut off trade with Japan during these years 
of their war with China, we may force Japan to commit an overt act, like 
bringing on a second World Y?art' -like Pearl Harbor, for example--We may 
force her to attack the Netherlands Indies. If we can satisfy her normal 
claims; if, as she pretends, she is not aiming at war; if we can satisfy her 
normal demands by allowing American business to carry on trade with them--". 
We had a trade treaty with Japan, There w&s no official, nor legal, pre- 
sumption that i;merican firms shouldnrt continue their trade, So we drifted 
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along, recognizing that war was alwai7s.a possibility, hopins it would, be 
avoided l I, Does $h?t .agswer your question? . .. :" 

ii STUDENT: Yes, sir. Thank $0~. 
: 'L,, 

MFi . MOSER : It is as &&-'a~ 'I can ma& it. -V&'wcre all seared that 
war was going to hay!pen. Some of us were sure it ~~~s,ir;oing'to.haljpen. 
Some of us would have liked to see a sharp cutting'away, sayingi *lHere, we 
won't. giye jrou anythtng more in the way of resources for ~ri?-r,~~ Others sai? 
Wo,,le> us.play_along vi&A it." 1, ' " :,, 

: '., 
: *. ". .' 

. .:. 
. .' CgPT~~IN.~~O~TH?NGTO~~ Thank yo~_very':much,:Ivlr,'~~~oser;for‘your &plendj :. a‘,/ : ,_.,. I. 
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